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Auditing Financial Instruments 
By Judith M. Sherinsky In June, the Auditing Standards Board (ASB) 
issued an exposure draft of a proposed 
Statement on Auditing Standards (SAS) titled 
Auditing Financial Instruments. The proposed SAS 
would supersede SAS No. 81, Auditing Investments, 
and provide updated guidance on planning and 
performing auditing procedures for financial state­
ment assertions about financial instruments. The 
ASB believes this guidance is needed because of 
the increasing use and complexity of financial 
instruments, accounting standards that require 
information about the fair value of financial instru­
ments, and tendency for entities to use service 
organizations to manage activities involving finan­
cial instruments.
The proposed SAS—
> Indicates that an auditor may require special 
skill or knowledge to plan and perform auditing 
procedures for certain assertions about financial 
instruments. This might be the case if an audi­
tor is evaluating an assertion about a financial 
instrument that has an embedded feature 
requiring separate accounting, for example, a 
loan agreement that has an option to convert 
the outstanding principal into equity securities. 
> Provides guidance on inherent risk considera­
tions for assertions about financial instruments. 
For example, an entity’s inexperience with a 
financial instrument might increase the risk that 
the entity will not account for the financial 
instrument correctly. An entity that enters into 
a futures contract for foreign currency to pay for 
purchases from an overseas supplier for the first 
time may incorrectly record the deposit as an 
inventory cost, thereby increasing the risk that 
the contract will not be identified for subse­
quent adjustment to fair value.
> Provides guidance on control risk considera­
tions for assertions about financial instruments. 
Examples of considerations that might affect an 
auditor’s assessment of control risk for asser­
tions about financial instruments include the 
process management uses to inform its personnel 
of controls, the system management uses to 
capture information about financial instruments, 
and how management assures itself that con­
trols over financial instruments are operating as 
designed.
> Provides guidance on auditing considerations 
related to the initial designation of a financial 
instrument as a hedge and the continued appli­
cation of hedge accounting. Generally accepted 
accounting principles (GAAP) requires manage­
ment to periodically assess the effectiveness of a 
hedging relationship in order for a financial 
instrument to continue to qualify for hedge 
accounting. The auditor should consider that the 
use of hedges is subject to the risk that market 
conditions will change so that the hedge is no 
longer effective. In those circumstances, continued 
hedge accounting will improperly exclude unre­
alized gains and losses from net income.
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Auditing Financial Instruments
> Indicates that a service organization’s services may 
affect the nature, timing, and extent of the auditor’s 
substantive tests. For example, if a service organiza­
tion initiates securities trades for an entity and also 
holds and services the securities for that entity, it may 
not be possible for the auditor to reduce detection risk 
to an acceptable level without identifying controls 
placed in operation by the service organization or the 
entity, and gathering evidential matter about the 
operating effectiveness of those controls.
> Provides guidance on substantive tests an auditor 
might perform when auditing valuation assertions that 
are dependent on management’s intent and ability. 
For example, to obtain evidence about management’s 
intent to hold debt securities to maturity, the auditor 
would look to documentation of management’s strate­
gies, sales, and other historical activities with respect 
to the financial instrument. Evidence concerning man­
agement’s ability to hold debt securities to maturity 
might be obtained from cash flow projections.
> Provides guidance on designing substantive tests of 
valuation assertions. The method for determining fair 
value may be specified by GAAP and may vary 
depending on the industry in which the entity oper­
ates, the nature of the entity, or the type of asset or
(continued from page 1)
liability. The auditor should consider these factors in 
evaluating whether the correct method has been used 
to value such assertions.
The ASB also is developing a Practice Aid that will 
provide guidance on how to apply the proposed SAS 
to assertions about specific types of financial instru­
ments and assertions based on specific accounting 
requirements. To help readers of the exposure draft 
determine how the proposed SAS would be applied in 
practice, information about the Practice Aid’s guid­
ance will be provided on the AICPA’s Web site 
(http://www.aicpa.org) during the exposure draft’s com­
ment period. The ASB plans to issue the SAS and the 
Practice Aid at approximately the same time and to 
periodically update the Practice Aid to address new 
accounting and auditing pronouncements and new finan­
cial instruments.
The exposure draft can be ordered from the AICPA 
Order Department by requesting product number 800131 
and can be downloaded from the AICPA’s Web site at 
http:llwww.aicpa.org/members/div/auditstd/drafts.htm. 
Comments on the exposure draft are due by September 
10, 1999. Responses also may be sent by electronic mail 
via the Internet to jsherinsky@aicpa.org. ♦♦♦
IAPC Issues Standards on Going Concern 
and Communications
by Thomas Ray
A
t its meeting in June 1999, 
the International Auditing 
Practices Committee (IAPC) 
of the International Federation of 
Accountants (IFAC) issued two new 
International Standards on Auditing 
(ISAs)—Going Concern and Communi­
cation of Audit Matters With Those 
Charged With Governance. These new 
standards will become effective for 
audits of financial statements con­
ducted in accordance with the ISAs 
for financial statement periods end­
ing on or after December 31, 2000.
Going Concern, a revision of exist­
ing ISA 570, establishes several new 
requirements for auditors that are
different than the corresponding 
requirements in U.S. auditing stan­
dards. The new standard requires 
auditors to consider the appropriate­
ness of management’s use of the 
going concern assumption in the 
preparation of the financial state­
ments when planning and perform­
ing the audit, not just when 
evaluating the results of the auditing 
procedures performed. It also 
requires the auditor to evaluate man­
agement’s assessment of the entity’s 
ability to continue as a going con­
cern (management is required by 
International Accounting Standard 1, 
Presentation of Financial Statements, to
make such an assessment), and 
inquire of management about its 
knowledge of events or conditions 
beyond the period of assessment 
used by management that may cast 
significant doubt upon the entity’s 
ability to continue as a going concern.
A new ISA on communications 
requires the auditor to communicate 
“audit matters of governance interest” 
arising out of the audit of the finan­
cial statements to those charged with 
governance of the entity. The mat­
ters to be communicated outlined in 
the ISA are similar to matters the 
auditor communicates to audit com­
mittees in an audit conducted in
continued on page 3
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Financial Capability Roundtable
By Deborah D. Lambert and Judith M. Sherinsky
Statement on Auditing Standards (SAS) No. 59, The 
Auditor’s Consideration of an Entity’s Ability to 
Continue as a Going Concern, provides that when an 
auditor concludes, after evaluating management’s plans, 
that substantial doubt about an entity’s ability to continue 
as a going concern for a reasonable period remains, the 
auditor’s report should include an explanatory paragraph 
reflecting that conclusion. SAS No. 59 also indicates that 
when an auditor has such substantial doubt, whether or 
not alleviated by management’s plans, the auditor 
should evaluate the adequacy of the financial statement 
disclosures. Information that might be disclosed is pro­
vided in that standard.
In recent years the Auditing Standards Board (ASB) 
has attempted to undertake a project to revise SAS No. 
59 to improve its effectiveness. However, the ASB has 
concluded that the underlying problem with SAS No. 59 
is that there is a lack of reporting criteria regarding finan­
cial capability in generally accepted accounting princi­
ples (GAAP). The disclosure guidance in SAS No. 59 is 
applicable to auditors, not to financial statement pre­
parers. In fact, with the limited exception of entities filing 
for protection under Chapter 11 of the Bankruptcy 
Code, there is no guidance in GAAP for accounting and 
disclosure regarding an entity’s financial capability.
At the urging of the ASB, the Financial Capability 
Working Group was formed to determine if accounting 
and auditing standards setters should undertake a pro­
ject that would address financial reporting and auditing 
issues on the topic of financial capability. The objective 
of such a project would be to improve the quality and 
usefulness of information made available to financial 
statements users through disclosures therein.
The working group is composed of representatives of 
the Financial Accounting Standards Board (James J. 
Leisenring, and Thomas L. Porter), the AICPA’s 
Accounting Standards Executive Committee (Joseph H. 
Cappalonga and Ray Krause), Auditing Standards Board 
(Richard Dieter and Deborah D. Lambert), and 
Technical Issues Committee (Paul Rohan). To solicit 
input from various constituencies on the topic of finan­
cial capability, the working group held a Financial 
Capability Roundtable (Roundtable) on June 28, 1999 
that brought together various leaders of the business 
community. Participants in the Roundtable included 
representatives from the American Bankers Association, 
American Bar Association, Association for Investment 
Management and Research, American Institute of 
Certified Public Accountants, Financial Executives 
Institute, Goldman, Sachs & Co., Institute of 
Management Accountants, Moody’s Investors Service, 
Robert Morris Associates, and the Securities and 
Exchange Commission.
Some of the questions posed to the members of the 
Roundtable were the following:
> What types of conditions or events should trigger the 
requirement to disclose information about an entity’s 
financial capability?
> What kinds of disclosures regarding financial capa­
bility should be included in financial statements 
when the threshold is triggered?
> Should all entities be required to disclose information 
about financial capability or should that requirement 
only apply to certain entities?
> Should the auditing literature continue to require a 
going concern paragraph in the auditor’s report if certain 
conditions regarding financial capability are present?
After considering the Roundtable discussion, the 
working group decided to further explore the relation­
ship between the requirements for Management’s 
Discussion and Analysis (MD&A) for public companies 
and the financial statement disclosure objectives related 
to financial capability. The working group intends to 
(continued on page 4)
IAPC Issues Standards on Going Concern and Communications
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accordance with U.S. auditing stan­
dards. However, the international 
standard applies to audits of all enti­
ties, not just those that have an audit 
committee (or another body desig­
nated with responsibility for over­
sight of the financial reporting 
process).
Information on how to obtain 
copies of the ISAs may be obtained 
from IFAC at www.ifac.org, or at 
212/286-9344. ❖
3
Financial Capability Roundtable
(continued from page 3)
evaluate MD&A requirements and their application in 
practice, including examining a sample of MD&As of 
companies in the period immediately preceding the 
declaration of bankruptcy. After completing its analysis, 
the working group will consider recommendations to 
accounting and auditing standards setting bodies as to 
specific projects that should be undertaken with respect 
to financial capability. ♦
Highlights of Technical Activities
he Auditing Standards Board (ASB) performs its 
work through task forces composed of members 
of the ASB and others with technical expertise in 
the subject matter of the project. The findings of the 
task forces periodically are presented to the ASB for 
their review and discussion. Listed below are the current 
task forces of the ASB and a brief summary of their 
objectives and activities.
SAS and SSAE Task Forces
Attestation Recodification Task Force — Revision 
of Standards (Staff Liaison: Jane M. Mancino; Task 
Force Chair: Charles E. Landes). The task force is 
examining the SSAEs to improve their understandability 
and utility. The task force has developed a proposed 
new definition of an attest engagement to be incorporated 
into AT section 100, Attestation Standards. The key con­
cepts of that proposed definition are the following: 
> The definition of an attest engagement is engage­
ment-driven rather than association-driven
> The practitioner may be engaged to provide an exam­
ination, a review, or an agreed-upon procedures report 
> The engagement may relate to either an assertion or 
subject matter
> The definition incorporates the concept of a responsi­
ble party
The ASB concluded that the practitioner should 
obtain a written assertion in an attest engagement in 
which the client is the party responsible for the subject 
matter (responsible party). If the client will not provide a 
written assertion, there is an automatic restriction on the 
scope of the engagement. In an attest engagement in 
which the client and the responsible party are different 
parties, the practitioner also should obtain a written 
assertion. However, if the responsible party will not pro­
vide a written assertion, and the practitioner is able to 
obtain sufficient evidence to issue an unmodified report, 
the use of that report should be restricted to the client.
Audit Committee Effectiveness Task Force (Staff 
Liaison: Kim M. Gibson; Task Force Chairs: James S. 
Gerson and Robert C. Steiner). The task force is 
addressing the “Report and Recommendations of the 
Blue Ribbon Committee on Improving the Effectiveness 
of Corporate Audit Committees.” The report includes 
ten recommendations for strengthening the indepen­
dence of the audit committee and making it more effec­
tive. Two of the recommendations (numbers 8 and 10) 
suggest changes to generally accepted auditing stan­
dards. As a result of the Committee’s recommendations 
and in conjunction with actions expected to be taken by 
the New York Stock Exchange, National Association of 
Security Dealers, and the Securities and Exchange 
Commission, in a collaborative effort to improve audit 
committee effectiveness, the task force is reviewing 
AU Section 380, Communication with Audit Committees, 
and AU Section 722, Interim Financial Information, to 
determine if these sections should be amended to reflect 
recommendations 8 and 10.
Federal GAAP Hierarchy Task Force (Staff 
Liaison: Kim M. Gibson; Task Force Chair: J. Michael 
Inzina) The task force will revise SAS No. 69, The 
Meaning of Present Fairly in Conformity with Generally 
Accepted Accounting Principles in the Independent 
Auditor's Report, to define categories a through d of the 
federal GAAP hierarchy, and will consider any other 
related amendments to existing auditing standards.
Financial Capability Working Group (Staff 
Liaison: Judith M. Sherinsky; Task Force Chair: 
Deborah D. Lambert). See “Financial Capability 
Roundtable,” on page 3 for information about this task 
force.
Financial Instruments Task Force (Staff Liaison: 
Judith M. Sherinsky; Task Force Chair: Stephen D. 
Holton). See article “Auditing Financial Instruments,” 
on page 1 for information about this task force.
Omnibus SAS Task Force (Staff Liaison: Judith M. 
Sherinsky; Task Force Chair: Richard Dieter). In April 
(continued on page 5)
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Highlights of Technical Activities
(continued from page 4)
the ASB issued an exposure draft of a proposed SAS 
titled Omnibus SAS 1999 — Audit Adjustments, Reporting 
on Consistency, and Service Organizations. The ASB 
received 42 comment letters on the exposure draft. The 
comments are being addressed by the task force and a 
revised draft of the proposed SAS will be presented at 
the September 1999 ASB meeting.
Technology Issues Task Force (Staff Liaison: Julie 
Anne Dilley; Task Force Chair: George Tucker). The 
task force will consider the manner in which auditing 
standards taken as a whole reflect the use and impact of 
information technology and whether changes should be 
made to the standards. The task force will consider rec­
ommendations included in the December 1998 report 
prepared by the Computer Auditing Subcommittee. It 
also will consider additional questions and issues identi­
fied when the standards are considered as a whole in the 
context of how entities are using technology and how 
auditors are performing procedures in highly automated 
environments. Finally, the task force will make recom­
mendations for and develop changes to the standards as 
deemed appropriate.
Other Task Forces and Committees
Accounting and Review Services Committee 
(ARSC) (Staff Liaison: Kim M. Gibson; Committee 
Chair: Diane S. Conant). The ARSC is revising the stan­
dards related to unaudited information to make those 
standards consistent with the changing needs of mem­
bers, their clients’ third party users, and the public at 
large. The Committee has identified various alternatives 
to address this issue and is currently in the discussion 
stage of this endeavor.
Audit Issues Task Force (Staff Liaison: Julie Anne 
Dilley; Task Force Chair: Deborah D. Lambert). The 
task force meets on a monthly basis to (1) oversee the 
ASB’s planning process, (2) evaluate technical issues 
raised by various constituencies and determine their 
appropriate disposition, including referral to an ASB task 
force or development of an interpretation or other guid­
ance, (3) address emerging audit and attestation practice 
issues and provide guidance for communication, as nec­
essary, (4) provide advice on ASB task force objectives 
and composition and monitor the progress of task forces, 
and (5) assist the ASB Chair and the Audit and Attest 
Standards staff in carrying out their functions, including 
liaison with other groups.
Auditing Revenues Steering Task Force (Staff 
Liaison: Julie Anne Dilley; Task Force Chair: Robert C. 
Steiner). The task force will oversee the development of 
a guide on auditing revenue in certain industries that 
are not covered by existing AICPA Audit and 
Accounting Guides. The focus will be on the identifica­
tion of industry-specific issues that present audit risks in 
revenue recognition, and suggested auditing procedures 
to address them. The task force will seek input from 
practitioners and others to identify industries for which 
guidance on auditing revenues is believed to be most 
needed. Industries identified for consideration thus far 
include computer software, high technology, service 
industries, and franchisors. The task force also will iden­
tify practitioners who will provide AICPA staff or an out­
side author with the information necessary to develop 
the guidance. Finally, the task force will review the 
guidance.
Computer Auditing Subcommittee (CAS) (Staff 
Liaison: Jane M. Mancino; Subcommittee Chair: Carol 
A. Langelier). The Subcommittee is (1) participating in 
the ASB’s task forces on Auditing Revenues, 
Continuous Auditing, and Technology Issues, (2) 
reviewing the Quality Control Standards for any IT 
impact; (3) providing input on the development of a 
publication that will provide helpful guidance on audit­
ing in an E-commerce environment, and (4) developing 
a letter to be distributed to state societies proposing cer­
tain revisions to state legislation that requires certifica­
tion authorities to obtain an annual attest report on 
compliance with relevant laws and regulations. Such 
regulations may not be consistent with the requirements 
of the professional standards.
Continuous Auditing Steering Task Force (Staff 
Liaisons: Julie Anne Dilley and Jane Mancino; Task 
Force Chair: Keith O. Newton). The task force will fur­
ther explore the concept of continuous auditing or con­
tinuous assurance to identify specific coordinated actions 
to be taken by different interested parties to move con­
tinuous auditing from a concept to a valuable and viable 
service. It is anticipated that the interested parties would 
represent diverse groups such as external auditors, inter­
nal auditors, information technology specialists, users, 
audit and attest standard setters, assurance services com­
mittees, and developers of new services.
FASB 125 Audit Issues Task Force (Staff Liaison: 
Julie Anne Dilley; Task Force Chair: Tracey Barber).
(continued on page 6)
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The task force will develop auditing guidance that 
addresses the use of legal interpretations as evidential 
matter for transfers of financial assets by banks for which 
a receiver, if appointed, would be the Federal Deposit 
Insurance Corporation (FDIC) or its designee. One of 
the criteria for a transfer of financial assets to be accounted 
for as a sale under Statement of Financial Accounting 
Standards No. 125, Accounting for Transfers and Servicing 
of Financial Assets and Extinguishments of Liabilities, is that 
the transferred assets have been isolated from the trans­
feror and its creditors, even in bankruptcy or other 
receivership. The task force recently drafted an ASB 
comment letter on the FDIC’s proposed Statement of 
Policy Regarding Treatment of Securitizations and Loan 
Participations After Appointment of the Federal Deposit 
Insurance Corporation as Conservator or Receiver. The 
comment letter states that it is the ASB’s understanding 
that legal specialists will not be able to render opinions 
that provide reasonable assurance that the legal isolation 
requirement is met under the proposed FDIC 
Statement of Policy because it does not provide that 
transactions consummated in reliance thereon will not 
be subject to repudiation on a retroactive basis in the 
event the Statement of Policy is changed subsequent to 
its adoption.
Fraud Standard Steering Task Force (Staff 
Liaison: Jane Mancino; Task Force Chair: Andrew J. 
Capelli) The ASB has selected the four following 
proposals for academic research on the effectiveness of 
SAS No. 82, Consideration of Fraud in a Financial 
Statement Audit:>
A Research Proposal for Assessing the Effectiveness of SAS 
No. 82, by Steven Glover and Douglas Prawitt of 
Brigham Young University, Joseph J. Schultz of 
Arizona State University, and Mark Zimbelman of the 
University of Oklahoma.
Audit Fraud Risk Assessment Information and Its 
Relationship to Audit Programs, by Theodore Mock of 
the University of Southern California and Jerry L. 
Turner of Florida International University.
> The Impact of a Standard Audit Program and 
Management Strategic Behavior on the Planning of Fraud 
Detection Procedures, by Steven K. Asare of the 
University of Florida and Arnie Wright of Boston 
College.
> An untitled proposal by Barbara Apostolou of 
Louisiana State University and John M. Hassell of
Indiana University. They propose to provide information 
about the relative importance to auditors of the SAS No. 
82 risk factors for assessing the risk of management fraud. 
The ASB plans to discuss the results of the research 
at a meeting early in the year 2000.
International Audit Methodologies Task Force 
(Staff Liaison: Gretchen Fischbach) This task force was 
formed to compare the audit risk model underlying 
national auditing standards to audit methodologies 
being used by the large, international auditing firms, and 
develop recommendation to national auditing standards 
setters and the International Auditing Practice 
Committee on ways to enhance the effectiveness of the 
audit process. This joint project was initiated by the staff 
of the Auditing Practices Board of the United Kingdom, 
the Canadian Institute of Chartered Accountants, and 
the AICPA.
International Auditing Practices Committee 
(IAPC) U.S. Member: Robert Roussey; U.S. Technical 
Advisors: Thomas Ray and John Archambault). The cur­
rent agenda of the IAPC includes developing a frame­
work for all assurance engagements, including assurance 
on financial and nonfinancial information, and revising 
the International Standards on Auditing (ISAs) that 
address confirmations, fraud, and prospective financial 
information. The IAPC also has projects on auditing 
derivative financial instruments, reporting on internal 
control, and reporting on environmental reports, all of 
which may result in new standards or other forms of 
guidance. An analysis comparing the ISAs with the SASs 
that identifies instances in which the ISAs specify pro­
cedures not specified by U. S. auditing standards is 
included in Appendix B of the Codification of Statements 
on Auditing Standards.
International Auditing Standards Subcommittee 
(Staff Liaison: Gretchen Fischbach; Subcommittee 
Chair: James S. Gerson). The ASB created this sub­
committee to support the development of international 
standards. Subcommittee activities include providing 
technical advice and support to the AICPA representa­
tive and technical advisors to the IAPC, commenting on 
exposure drafts of international assurance standards, 
participating in and identifying U.S. volunteer participants 
for international standards-setting projects, identifying 
opportunities for establishing joint standards with other 
standards setters, identifying international issues that 
affect auditing and attestation standards and practices, 
and assisting the ASB and other AICPA committees in
(continued on page 7)
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developing and implementing AICPA international 
strategies.
Investment Performance Statistics Task Force 
(Staff Liaison: Julie Anne Dilley; Task Force Chair: Karyn 
Vincent). The task force will draft an auditing Statement 
of Position that provides performance and reporting guid­
ance on investment performance statistics engagements 
performed in accordance with standards established by 
the Association of Investment Management and Research 
(AIMR) and with other established or stated criteria. The 
guidance will supersede the existing Notices to 
Practitioners on this subject matter.
Joint Task Force on Quality Control Standards 
— Accounting and Auditing (Staff Liaison: David T. 
Brumbeloe; Task Force Chair: Barry Barber). The task 
force developed a proposed amendment of Statement on 
Quality Control Standards (SQCS) No. 2 that incorporates 
an experience requirement for performing professional 
services under the SASs, SSARSs, and SSAEs. The need 
to incorporate an experience requirement in professional 
standards became relevant when the final version of the 
Uniform Accountancy Act (UAA) was issued in January 
1998. UAA 7-2 states that “any individual licensee who is 
responsible for supervising attest services and signs or 
authorizes someone to sign the accountant’s report shall 
meet the experience requirements set out in the profes­
sional standards for such services.” The amendment 
incorporates the concept of auditors meeting certain min­
imum competencies and focuses on individuals who 
assume responsibility for signing attest reports. The expo­
sure draft was issued in June and the due date for com­
ments is August 15, 1999. Conforming changes also will 
be made to the Guide for Establishing and Maintaining a 
System of Quality Control for a CPA Firm's Accounting and 
Auditing Practice.
SEC Auditing Practice (Staff Liaison: Jane M. 
Mancino; Task Force Chair: Rick Muir). The task force 
monitors regulatory developments affecting accoun­
tants’ involvement with financial information in filings 
with the Securities and Exchange Commission (SEC). It 
considers the need for, and develops as necessary, guid­
ance in the form of SASs, SSAEs, auditing interpreta­
tions, or guides. Liaison with the SEC is maintained 
through the Audit Issues Task Force.
Technical Audit Advisors Task Force (Task Force 
Chair: Judith M. Sherinsky). The task force receives 
assignments, on an on-going basis, from the Audit and 
Attest Standards staff and the Audit Issues Task Force. 
The task force is researching the topic of working paper 
documentation and is considering whether the SASs 
should be revised to address such issues as the extent of 
documentation required in an audit of financial state­
ments and the objective of such documentation.
Auditing Practice Releases (APRs)
Auditing Practice Releases are designed to provide audi­
tors with practical guidance to assist them in applying 
generally accepted auditing standards in audits of finan­
cial statements.
Analytical Procedures (Kim M. Gibson). This APR 
is designed to help practitioners effectively use analytical 
procedures. It includes a description of how analytical 
procedures are used in audit engagements, relevant 
questions and answers, and case studies, including a case 
study using regression analysis. The APR is currently 
available and can be obtained from the AICPA Order 
Department by requesting product number 021069.
New
Audit Sampling (Gretchen Fischbach). This APR 
was issued in June and supersedes the existing audit 
guide, Audit Sampling. The APR reflects 
Statements on Auditing Standards issued since the 
audit guide was originally issued in 1983. It also 
includes increased coverage of nonstatistical audit 
sampling. The APR is currently available and can be 
obtained from the AICPA Order Department by 
requesting product number 021061.
(continued on page 8)
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Service Organizations: Applying SAS No. 70 (Judith 
M. Sherinsky). This APR provides guidance to service 
auditors engaged to issue reports on a service organiza­
tion’s controls that may affect a user organization’s inter­
nal control as it relates to an audit of financial 
statements. It also provides guidance to user auditors 
engaged to audit the financial statements of entities that 
use service organizations. This APR supersedes the 
existing auditing procedure study, Implementing SAS 
No. 70, Reports on the Processing of Transactions by 
Service Organizations, and can be obtained from the 
AICPA Order Department by requesting product num­
ber 060457.
Other Publications
Audit Issues in Revenue Recognition (Julie 
Anne Dilley). This publication brings together in one 
source the audit and accounting guidance on revenue 
recognition for sales of goods and services in the ordi­
nary course of business. Its primary objective is to help 
auditors fulfill their professional responsibilities with 
regard to auditing assertions about revenue. A related 
objective is to help other members of the financial com­
munity, including preparers of financial statements and 
audit committees, appreciate the importance of accurate 
revenue recognition. The publication is one of several 
AICPA activities that mirror recent SEC initiatives to 
address “earnings management” practices that threaten 
the integrity of the financial reporting process. It can be 
obtained from the AICPA Order Department by 
requesting product number 022506, and also can be 
downloaded from the AICPA Web site at www.aicpa.org.
The Year 2000 Issue—Current Accounting and 
Auditing Guidance (Gretchen Fischbach). This 
revised publication provides a brief overview of the Year 
2000 Issue and summarizes the applicable accounting, 
disclosure, and auditing standards. It also describes the 
responsibilities of various parties, clarifies the auditor’s 
role, provides guidance on communications with clients, 
and describes disclosure considerations and certain prac­
tice management matters that auditors may wish to con­
sider in connection with the Year 2000 Issue. This 
guidance can be obtained from the AICPA Order 
Department by requesting product number 022505, and 
can be downloaded from the AICPA Web site at 
www.aicpa.org. ♦♦♦
Projected Status of ASB Projects
Codes: DI—Discussion of issues, DD—Discussion of draft document, ED—Vote to ballot a document for 
exposure, EP—Exposure Period, CL—Discussion of comment letters, FI—Vote to ballot a document 
for final issuance, SU—Status Update.
Project
ASB Meeting Date
Sept. 22-24 1999
Tucson, AZ
Oct. 26-28, 1999
New York, NY
Dec. 15-16 1999
New York, NY
Attestation Recodification —
Revision of Standards
ED EP EP
Audit Committee Effectiveness ED
Federal GAAP Hierarchy DD ED
Financial Instruments CL CL FI
Financial Capability DD
Audit Adjustments, Reporting on 
Consistency, and Service Organizations 
(Omnibus SAS —1999) CL and FI EP FI
Quality Control Standards CL FI
Technology Issues Task Force DI
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Recently Issued and Approved Documents
Title (Product Number) Issue Date Effective Date
Statements on Auditing Standards (SASs)
SAS No. 87, Restricting the Use of an Auditor's 
Report (060689)
September 1998 Effective for reports issued after 
December 31, 1998
Statements on Standards for Attestation Engagements (SSAEs)
SSAE No. 9, Amendments to SSAE 
Nos. 1,2 and 3 (023027)
January 1999 Effective for reports issued on or 
after June 30, 1999
Interpretations of SASs
Interpretation of SAS No. 31, Evidential Matter, 
titled “Applying Auditing Procedures to 
Segment Disclosures in Financial Statements”
August 1998 Interpretations are effective upon 
publication in the Journal of 
Accountancy. This interpretation 
was published in the August 1998 
Journal of Accountancy
Interpretation of SAS No. 72, Letters for 
Underwriters and Certain Other Requesting Parties 
titled “Commenting in a Comfort Letter on 
Quantitative Disclosures About Market Risk 
Made in Accordance with Item 305 of 
Regulation S-K”
August 1998 August 1998
Amended Interpretation of SAS No. 73, Using 
the Work of a Specialist, titled “The Use of Legal 
Interpretations As Evidential Matter to Support 
Management’s Assertion That a Transfer of 
Financial Assets Has Met the Isolation Criterion 
in Paragraph 9(a) of Statement of Financial 
Accounting Standards No. 125”
October 1998 October 1998
Statement of Position (SOP)
SOP 99-1, Guidance to Practitioners in 
Conducting and Reporting on an Agreed-Upon 
Procedures Engagement to Assist Management 
in Evaluating the Effectiveness of Its Corporate 
Compliance Program
May 21, 1999
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